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SUB J : HUNGARIAN HARD CURRENCY BORROWINGS: $150 MILLION MORE? 

REF A: BUDAPEST 3483 
B: BUDAPEST 3052 

1. RECENT PLETHORA OF VISITING U.S. BANKERS INFORM US THAT 
HUNGARIAN NATIONAL BANK (MNB) VICE PRESIDENT FEKETE IS 
CONCLUDING ANOTHER LARGE HARD CURRENCY "GENERAL PURPOSE" 
LOAN. LATEST INDICATIONS ARE THAT HE WILL CONCLUDE $150 
MILLION DEAL LED BY BANK OF AMERICA BETWEEN OCT 27 AND OCT 31. 

2. VISITING U.S. BANKERS SEEM TO AGREE THAT HUNGARY HAS ENOUGH 
BORROWING POWER REMAINING TO OBTAIN AT LEAST $300 MILLION 

IN UNTIED HARD CURRENCY CREDIT BEFORE AMERICAN BANKS BEGIN 
TO INSIST THAT HUNGARIANS USE LOAN PROCEEDS FOR PARTICULAR 
PROJECTS. ALL VISITORS SAY THEY WILL NOT PARTICIPATE 
IN FUTURE IN FIXED RATE PLACEMENTS SUCH AS RECENT KUWAITI 
AND DEUTSCHE MARK ISSUES. AMERICANS ALSO CLAIM MAGYARS 
IN FUTURE WILL HAVE TO PAY "GOING RATE," BUT EMBASSY EXPECTS 
THAT JANOS FEKETE WILL STILL MANAGE TO SHAVE SOME 
POINTS OFF SPREAD OVER LONDON INTERBANK RATE. 
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3. AS INDICATION OF HUNGARY'S INTEREST IN FREEING ITSELF 
FROM RESTRICTIONS OF IOHNSON ACT, WE NOTE THAT NUMEROUS 
REPRESENTATIVES OF MEDIUM-SIZE U.S. BANKS ARE NOW BEGINNING TO 
VISIT BUDAPEST; LIKEWISE HUNGARIAN BANK OFFICIALS MAKE POINT 
OF VISITING NON-NEW YORK BANKS WHILE IN U.S. FURTHER, 

ONE LARGE AND RESPECTED U.S. BANK WHICH ALREADY EXTENDS CREDIT TO 
HUNGARY - MOSTLY THROUGH FOREIGN TRADE BANK - HOLDS DEFAULTED 
HUNGARIAN STERLING BONDS (FACE VALUE: ABOUT 129,000 POUNDS 
STERLING) DATING FROM 1929 TRANSACTION. ALTHOUGH THAT MAJOR BANK 
HAS LITTLE LEVERAGE WITH MAGYARS, HAVING ALREADY AGREED TO 
SIZABLE CREDITS, MNB JUST LAST WEEK ACCEPTED WITH ALACRITY TO 
U.S. BANK'S COMPROMISE SETTLEMENT OFFER. IN ADDITION, AS NOTED 
IN REF B, KREUTHALL HAS ALSO REACHED PRELIMINARY AGREEMENT 
WITH HUNGARIANS. 

4. COMMENT: IT APPEARS THAT HUNGARIANS INDEED DESIRE 

TO SETTLE ALL REMAINING BILATERAL FINANCIAL MATTERS WITH 
THE UNITED STATES, FREE THEMSELVES FROM THE JOHNSON ACT 
RESTRICTIONS AND BORROW IN THE U.S. 

MCAULIFFE 
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